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The AICPA has publicly announced that it is
creating an XML-based specification, called
XFRML (XML-based Financial Reporting
Markup Language), that will enable the
accounting profession to take advantage of the
XML language in preparing and exchanging
financial reports and data.
XML is a platform indepen
dent, messaging language.
XFRML is a framework which
will provide companies, accoun
tants, investors, bankers, industry
analysts, regulators and others in
the financial reporting supply chain with a
standards-based way to prepare, publish,
exchange and analyze financial reports and
the information they contain.
XFRML will also allow financial infor
mation prepared using this framework to be
reliably and automatically extracted or
exchanged between computer applications.
One of the first uses of the XFRML frame
work could be to create an XML-based way
to produce and distribute annual financial
statements of public companies. The
AICPA’s efforts to develop XFRML are part
of the broader “electronic business” strategic
initiative.
XFRML will be used for functions where
financial information is exchanged. Consider
the following potential applications of
XFRML:
• XFRML for financial statements, in which
financial statements of all sorts are used to
exchange financial information.
• XFRML for authoritative literature—a
standard way for describing accountingrelated authoritative literature published by
the AICPA, FASB, GASB and others to
make using these resources easier and

make “drill-downs” into literature from
financials possible.
XFRML for audits, in which audit sched
ules are used to transfer audit-related infor
mation from a client or governmental unit
to its auditor.
XFRML for general ledger transactions, so
that these transactions can be exchanged.
XFRML for accounting and business
reports, such as all the reports that are cre
ated by an accounting system.

technology

Background

Interest in XML began last Sept.
when the AICPA High Tech Task
Force was briefed on the technol
ogy and saw so much potential that it immedi
ately began the preparation of a prototype to
test the capabilities of this new technology.
The prototype was completed in Jan. 1999. A
Journal of Accountancy article was prepared
announcing the prototype and explaining
XML (“The XML Files,” May 1999, page
71). The prototype consisted of XML-based
financial statements (Great Plains fiscal 1998
financial statements were used). It is still
available at the Great Plains Web site,
www.greatplains.com/xml. When determining
how XML might be used within the account
ing profession, the original thought was to
create a language or specification that could
be used to prepare XML-based financial state
ments. However, it quickly became clear that
a broader view should be taken, not focusing
on financial statements, but rather on the cre
ation of a “framework” or “family” of XML
specifications (document type definitions—
DTDs) developed in a common way which
could be used to facilitate interoperable
exchange of financial, accounting and other
business information.
The AICPA’s focus is not on accounting
transactions between businesses or the intecontinued on page F2
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continuedfrom page F1—XFRML
gration of business applications within an
enterprise. Other organizations, such as
CommerceNet (www.commerce.net) and
Open Applications Group (www.openappli
cations.org), are developing transactionsoriented specifications that can be used by
companies to facilitate e-commerce.
The Future
Development of XFRML is only beginning.
The vast majority of the effort required,
upwards of 90%, will be documenting what
is called the “ontology” of accounting in a
manner that can be understood by a com
puter. The ontology is the name and mean
ing of terms, relationships between terms,
structures, lists, conventions, etc. used in
the process of accounting—the language of
business.
Establishing this ontology will not be
easy, but it is necessary. The profession will
have to agree on things and build cross-ref
erences for things about which we may have
difficulty agreeing. Discipline is required.
We will need to think “outside the box.”
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This is part of what is required to work in
our new “inter-networked world.” This is
what will make “e-business” possible.
The AICPA and its partners have
funded the development of what is being
called an “Experimental Draft” of the
XFRML framework. Its purpose is to create
a fully functional specification that can be
used as a starting point for the development
of XFRML. In the course of developing the
prototype, it became clear that one of the
major obstacles to overcome is the ability to
communicate what XFRML is, and what
XFRML is not. The “Experimental Draft,”
development of which is under way, will
assist in communicating this message.
When it is completed, a conference will be
held to discuss and plan the future of
XFRML.
Where to Go from Here
XML and XFRML are new topics to most.
A good place to start understanding both is
the Journal of Accountancy article previ
ously mentioned. Members also can visit

GAO Issues Second
Amendment to Yellow Book

Shortly after issuing the first amend
ment to the Yellow Book (The CPA
Letter Members in Government
Supplement, Sept. 1999), David M. Walker, Comptroller General of
the United States, issued a second amendment to the 1994
Government Auditing Standards. Amendment No. 2, Auditor
Communication, adds a field work standard and amends a reporting
standard for financial statement audits to improve auditor commu
nication concerning the auditor’s work on compliance with laws
and regulations and internal control over financial reporting. This
new amendment requires specific communication with the auditee,
the individuals contracting for or requesting the audit services, and
the audit committee regarding the scope of compliance and internal
control work to be performed under Government Auditing
Standards. The new amendment also requires the auditor to empha
size in the auditor’s report on the financial statements the impor
tance of the reports on compliance with laws and regulations and
internal control over financial reporting when those reports are
issued separately from the report on the financial statements.
Statement on Auditing Standards (SAS) No. 61,
Communication With Audit Committees, and SAS No. 83,
Establishing an Understanding With the Client, set requirements
for auditors to establish an understanding with the client regard
ing the services to be performed and to determine that certain

the work group’s Web site at www.xfrml.org
for a collection of additional materials,
appropriate for virtually any level of under
standing.
Input, ideas, questions and other feed
back is welcomed. With an open process,
good participation, an open mind and hard
work, a tool that will serve all well can and
will be developed.

Wayne Harding, CPA, MBA, is vice presi
dent of Hosting Services for Great Plains,
a provider of business solutions to the
middle market. Harding is chair of the
AICPA High Tech Task Force. He can be
reached via e-mail at wharding@great
plains.com. Charles Hoffman, CPA, MBA,
is a Tacoma, Washington-based informa
tion systems consultant specializing in
accounting-related solutions. He is project
manager of the AICPA’s XFRML project.
Hoffman was the recipient of the 1997
AICPA Innovative User of Technology
award. He can be reached via e-mail at
CharlesHoffman@home.com.

matters related to the conduct of the audit under generally
accepted auditing standards are communicated to those who have
responsibility for oversight of the financial reporting process.
Amendment No. 2 broadens the parties with whom the auditor
must communicate and requires the auditor to communicate spe
cific information regarding the nature and extent of testing and
reporting on compliance with laws and regulations and internal
control over financial reporting during the planning stages of a
financial statement audit.
The amendment is intended to reduce the risk that the needs
or expectations of the parties involved may be misinterpreted and
to highlight the importance of the auditor’s reports on compliance
with laws and regulations and internal control over financial
reporting required under Government Auditing Standards. This
amendment is effective for financial statement audits of periods
ending on or after Jan. 1, 2000. Earlier application is permissible.
An electronic version of the amendment can be accessed through
GAO Policy and Guidance Materials or the Special Publications
sections of the GAO Web site (www.gao.gov), or directly at
www.gao.gov/govaud/ybk01.htm. This site also contains a new
electronic version of Government Auditing Standards, which codi
fies new amendments by reflecting changes made resulting from
the issuance of those amendments.
Printed copies of the standard can be obtained from the
Superintendent of Documents at the U.S. Government Printing
Office (GPO) in Nov. 1999 by calling 202/512-1800 or accessing
the GPO Web site at www.gpo.gov for ordering information.

Published for AICPA members in government. Opinions expressed in this CPA Letter supplement do not necessarily reflect policy of the AICPA.
Joseph F. Moraglio, supplement editor
Ellen J. Goldstein, CPA Letter editor
703/281-2037; e-mail: Moraglio@mindspring.com
212/596-6112; egoldstein@aicpa.org
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NASACT Commends GASB Standard on Financial
Reporting
The National Association of State Auditors, Comptrollers and
Treasurers (NASACT) passed a resolution at its annual meeting
commending the Governmental Accounting Standards Board on its
new framework for government financial reports and voicing its full
support for the “innovations that are evident in the new governmen
tal financial reporting model.” The association strongly encouraged
all state and local governments to adopt the new GASB Statement.
(The CPA Letter Members in Government Supplement, Sept. 1999)
Steve Adams, state treasurer of Tenn. and NASACT president
said, “I am grateful that the National Association of State Auditors,
Comptrollers and Treasurers has passed this resolution in support of
the new financial reporting standard for state and local government.
Our organization has worked with the GASB as it developed the
new standard. We believe that the new reporting model will make
financial information easier to understand and help citizens hold
their governments accountable.”
The new framework, which is detailed in GASB Statement No.
34, Basic Financial Statements—and Management’s Discussion

HRC and JFMIP Issue Document
on Core Competencies for

Accountants
The Human Resources Committee (HRC)
of the U.S. Chief Financial Officers Council
and the Joint Financial Management
Improvement Program (JFMIP) have issued
the results of a joint project, Core
Competencies for Accountants in the
Federal Government (JFMIP-ET-99-8).
HRC and JFMIP have undertaken efforts
to improve the recruitment, training, reten
tion and performance of federal financial
management personnel. Since 1995, they
have centered on a well-defined set of core
competencies for financial management
personnel.
The core competency documents artic

ulate the knowledge, skills and abilities
(KSA) that are appropriate to help individu
als be successful in their jobs. The Office of
Personnel Management issues the qualifica
tion and classification standards for each
occupation.
Recent legislation aimed at improving
federal financial management has had a sig
nificant impact on accountants. Highly
qualified and multi-skilled personnel are
needed to perform the more complex tasks
demanded of federal financial managers to
assist in having a more efficient and effec
tive government. With legislation such as
the Government Performance and Results
Act and Federal Financial Management
Improvement Act, agency personnel are
now required to use new federal accounting
standards that are intended to provide

Legislation Aimed at
Curtailing Government

legislation

and Analysis—for State and Local Governments, will give citizens
better information about the cost of government services, such as
fire protection or public education, and who pays for those services.
GASB Chair Tom Allen explained that “the GASB is taking a more
business-like approach to financial reporting for the nation’s 87,000
state and local governments, which will for the first time have infor
mation about all of governments’ assets and liabilities, including
infrastructure assets like roads and bridges.”
Jim Petro, state auditor of Ohio, noted that “we believe that
financial reporting for governments should be improved and
Statement No. 34 makes significant progress in meeting that objec
tive. In Ohio, we are planning to comply and we are working with
the local governments to provide guidance and assistance to them to
ensure that they comply with the improved reporting requirements.”
Allen said that the GASB “appreciates the strong support it is
receiving from organizations like the NASACT. I’m very pleased
that they recognize both the careful deliberations we have followed
and the inherent benefits of the new reporting to governments and
taxpayers. I’m especially pleased that state financial officials are
taking a leadership role in assisting local governments in their juris
dictions in applying the new standard.”

Waste

Federal lawmakers want to squeeze
more wasteful and fraudulent spend
ing out of the federal budget. Following up on efforts to improve
federal financial management practices, H.R. 1827, the
Government Waste Corrections Act of 1999, was introduced by
Rep. Dan Burton (R-IN), the chair of the House Committee on
Government Reform. H.R. 1827 would require executive branch
departments and agencies to use a process called “recovery audit
ing” to review federal payment transactions to identify and
recover erroneous overpayments.
The bill’s introduction follows a General Accounting Office

greater accountability and better decision
making in a cost-effective manner.
JFMIP documents may be accessed
electronically on FinanceNet Web site:
www.financenet.gov/financenet/fed/jfmip
/jfmip.htm
The JFMIP uses GAO’s Document
Center to fill orders. The first copy of each
publication is free. Additional copies are $2
each, with discounts for large orders. When
necessary, checks or money orders should
be made out to the Superintendent of
Documents and mailed to:
U.S. General Accounting Office
P.O. Box 37050
Washington, D.C. 20013
Orders may also be placed by calling
202/512-6000, by fax 202/512-6061, or
TDD 202/512-2537.

(GAO) review of the first government-wide consolidated finan
cial statement. The GAO review revealed that improper payments
to those supplying goods and services to federal departments and
agencies is one of the most serious areas of government waste
and error and that it’s costing American taxpayers billions of dol
lars annually. While recovery auditing is already used in a limited
manner by the federal government, H.R. 1827 would expand the
use of recovery auditing to all executive branch departments and
agencies for payment activities of at least $10 million dollars
annually. The recovery audits could be conducted by in-house
personnel or contracted out.
The House Subcommittee on Government Management,
Information, and Technology has already held one day of hear
ings on H.R. 1827.
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Young Baby Boomers
Build Wealth Slowly
and Steadily, Study
Says
Forget the stories of average people becom
ing overnight stock-market millionaires. A
new nationwide study found most young
baby boomers are accumulating wealth the
old-fashioned way: slowly and steadily.
The study followed 6,810 adults for 10
years beginning when they were in their 20s.
Results showed that the typical individual
increased his or her net wealth by $2,394
each year. And while most people were
building at least some assets, the study found
13% of participants had no wealth or were in
debt by the time they were in their 30s.
“There may be a few people becoming
rich quickly, but the data show that doesn’t
happen to most of us,” said Jay Zagorsky,
author of the study and a research scientist
at Ohio State University’s Center for
Human Resource Research.
“In most cases, wealth holdings plod
along steadily, growing a little bit each
year.” The study, which appears in the cur
rent issue of the journal Review of Income
and Wealth, is based on data from the
National Longitudinal Survey of Youth
(NLSY). The NLSY is a nationwide survey,
conducted by Ohio State for the U.S.
Bureau of Labor Statistics, which follows a
group of people over time, visiting each
participant annually or biennially. In this
study, Zagorsky examined wealth-related
questions asked of one group of partici
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pants in the NLSY between 1985 and 1996.
At the beginning of the period covered by
this study, participants were in their early to
late 20s. By the end of the study, they were
in their 30s. Zagorsky was interested in
measuring net wealth—holdings such as
cash, homes, cars, stocks and bonds—
minus any debt the individuals might have.
He found that the number of young
baby boomers who had accumulated at
least some wealth increased from 80%
when they were in their 20s to 87% when
they were in their 30s.
“We counted anyone who had even $1
more in assets than debts to have wealth—
so it’s troubling that 13% of participants
couldn’t meet even that threshold by the
time they were in their 30s,” Zagorsky said.
“If this trend continues, many individuals
will have few assets upon retiring and will
have to rely completely on government pro
grams such as Social Security to support
themselves.”
Other findings of the study:
• As expected, the median assets of baby
boomers grew steadily with age. Median
assets ranged from a low of about $ 1,500
for 28-year-olds in 1985 to a high of
approximately $50,000 for 35-year-olds
in 1996.
• The number of young baby boomers
with houses tripled during the course of
the study, from 21% when they were in
their 20s to about 63% when they were
in their 30s.
• The number of people holding 401Ks
grew from 30% in 1994 to 35% in 1996.
• Zagorsky said he was surprised by the
number of respondents who listed their

AICPA Issues 1999 Audit Guidance For State and
Local Governments
The AICPA has issued two documents relative to audits of state and
local governments: A revised audit and accounting guide, Audits of
State and Local Governmental Units, and the audit risk alert, State
and Local Governmental Developments—1999.
The revisions to the audit and accounting guide reflect the
issuance of the following documents:
• SAS No. 87, Restricting the Use of an Auditor’s Report.
• GASB Statement No. 33, Accounting and Financial Reporting
for Nonexchange Transactions.
• GASB Technical Bulletin (TB) 99-1, Disclosure about Year
2000 Issues—an amendment of Technical Bulletin 98-1.
Audit risk alerts are published annually and are intended to
provide auditors of financial statements with an overview of
recent economic, industry, regulatory and professional develop

own business among assets. In 1996,
when respondents were in their 30s,
13% said they had their own business.
Most of these were small ventures that
provided the median business owner less
than one-third of his or her yearly
income, Zagorsky said. Still, it showed a
strong entrepreneurial trend.
• The study found that unmarried men
generally held more wealth than unmar
ried females. However, married females
generally held more wealth than married
males. The reason is that respondents
gave combined wealth data for both
themselves and their spouses. Women
generally had spouses older than them
selves, while men had spouses younger
than themselves. So women generally
have spouses who have had more time to
save and have built up greater assets.
• As baby boomers age, they shift more of
their holdings from illiquid assets to liq
uid assets. The percentage of young
adults’ wealth tied up in illiquid assets
fell from 66% when they were in their
20s to 41% when they were in their 30s.
This is good news, Zagorsky said,
because it means boomers have more
liquid assets available to convert into
cash during financial emergencies.
Zagorsky said studies such as this are
important because researchers know little
about how young people begin building
wealth. “Most studies have focused on the
very rich or the elderly, groups who have
finished accumulating the majority of their
wealth,” he said. “By focusing on young
people, we can begin to see how different
individuals build wealth over time.”

ments that may affect the audits they perform.
Among the topics addressed in this year’s alert are:
• What are some of the significant economic events of the past
year that are relevant to state and local governments?
• Have there been any updates to single audit guidance in the
last year?
• What recent changes has HUD made with respect to its pro
grams that affect audits of state and local governments?
• Have there been any Internal Revenue Service developments that
state and local governments should be aware of?
• What new accounting, auditing and attestation guidance should
auditors of state and local governments be aware of?
The guide (No. 012061CLD10) costs $33.50 for members and
$42 for non-members. The risk alert (No. 022251CLD10) costs
$12.95 for members and $18.50 for non-members. To order:
888/777-7077

memsat@aicpa.org

